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THE NOVELISTS VIEW MANAGEMENT 


William G. Scott* 


Part I 
INTRODUCTION 


The literary contributions to management lore 
are on the upsurge. The writings of Ralph C. 
Davis, William H. Whyte, Lyndall Urwick, Peter 
Drucker, and others who author technical and 
critical management literature are well-known 
among executives and in the academic ranks of 
business schools. It is surprising, however, that a 
wide body of work bearing on management has 
been largely neglected. This work is the fiction 
literature of business. 

Currently a battle is progressing among writers, 
revolving around the central issue of whether or 
not managers in this decade are regimented con- 
formists, and whether or not a basic shift in 
values made them the way they are.! Much of the 
commentary on this subject is quite stimulating. 
However, students of management in the rush to 
keep current on nonfiction literature in the field 
often overlook the contributions that the novelists 
have made which bear on the conformity problem 
and many other subjects of pertinence to manage- 
ment. 

The artist, in this case the novelist, frequently 
is more perceptive of human problems than are the 
critical and the scientific management writers. 
This sensitivity enables the novelist to relate the 
complicated picture of cultural and personality 
interactions which are at the core of managerial 





*Dr. Scott is Associate Professor of Management, School of Business 
Administration of Georgia State College of Business Administration. 


1. As Whyte observes, a shift in values away from the Protestant 
ethic of individualism toward a social ethic of groupism has occurred, 
leading to regimentation and confcrmity. See William H. Whyte, Jr., 
The Organization Man (New York: Random House, 1957). Implicit to the 
substance of many modern business novels is a treatment of this problem 
of changing values. In this article the Protestant ethic will be called the 
individualistic ethic and the social ethic will be called the human relations 
ethic. The reason for this change is to approximate the language found in 
business as reflected in the novels. 


behavior. Thus, the novelist can convey to his 
readers a fresh perspective of the meaning of 
management and of the environment in which 
managers act. An appreciation of the novelist’s 
point of view adds another dimension to under- 
standing the men who perform management proc- 
esses. 

The focus of this article is on the contemporary 
hero-manager in modern fiction. Much of what 
will follow deals with conformity, because con- 
formity is, indeed, an important part of business 
fiction. But the novelists do not present a pat or 
easily understandable picture of managers. The 
many recent business novels, taken together, show 
a kaleidoscope of behavior and motives for work. 

The young middle manager is the most frequent- 
ly appearing hero in the novels, but in addition to 
him is a large assortment of other people. The 
middle managers, the top managers, the operators, 
and the wives of managers display a vast spectrum 
of emotions and motives. 

Some of the characters in business novels are 
hedonists, some are human relationists, some are 
conformists, others are nonconformists. Despite 
this diversity of characterizations, one thing is 
fairly clear about the people who are portrayed 
in the business novels. It is that they move in a 
world of paradox. Some of the conflicts they bring 
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on themselves, other conflicts they face are gen- 
erated by the nature of the business system. 

A few characters in the novels are steadfastly 
certain that their faith which guides them in the 
business world is right. More often, however, the 
fiction personality is not sure where his belief 
lies and is searching for conviction. 

F. Scott Fitzgerald observed, “Begin with an 
individual and before you know it you find that 
you have created a type; begin with a type, and 
you find that you have created—nothing.” The 
novelists certainly begin with individuals. Some 
novelists intend to go no farther than the indi- 
vidual; others intend for their individuals to be 
generalized into types. But no matter what the 
novelists’ intentions, there are some disquieting 
elements of similarity in modern business fiction. 
This article is an effort to explore some important 
themes and character portrayals in business novels. 

The article is divided into four parts. The second 
part considers briefly the hero-manager of the past 
for purposes of contrast. Part III concentrates on 
the contemporary hero-manager and is devoted 
largely to the middie manager, though the last 
two sections deal, respectively, with the top man- 
ager and the “operators.” Part IV is based on 
novels about the manager of the future, to which a 
concluding note for the article is added. 


Part II 
THE HERO-MANAGER OF THE PAST 


1900-1940 

With the notable exception of Babbitt, the hero- 
manager is a tough-minded individualist. He is a 
man who does things. He creates and loses for- 
tunes; he influences the economy of the country; 
he exploits resources; he engages in shady opera- 
tions; he makes and ruins thousands of lives. In 
short, the hero-manager performs in the _ best 
bravura tradition. 

The early hero-manager was a believer in the 
individualistic ethic. He practiced a laissez-faire 
doctrine in his business career and his social life. 
He was not a conformist in the “organization man” 
sense. The organizations he created reflected his 
personality and required his existence for their 
survival. He was the top man in the organizational 
structure. For good or for bad, the early hero- 
manager was not run by the organization; he ran 
it.? 

However, the novelists of this period did not 
foresee a particularly prolonged future for the 
hero-manager they portrayed. Dreiser, for example, 
had Frank Cowperwood bloodied in two novels by 
the force of the mass. Dreiser and other important 
early business novelists seemed to be certain that 





2. This composit is drawn from the heroes of the following novels: 
Frank Norris, The Pit—Curtis Jadwin; Theodore Dreiser, The Financier 
and The Titan — Frank A. Cowperwood; Upton Sinclair, The Jungle 
—the ‘‘meat packers’; Upton Sinclair, Oil—the elder Ross; F. Scott 
Fitzgerald, The Great Gatsby—Jay Gatsby. 


individualism is quite futile. 
Developments in the ’Thirties 
If the managerial characters in Dos Passos’ 
trilogy USA are overlooked, the hero-manager 
disappeared as a personality in this decade. The 
novels of this period were largely “system” 
oriented. Managers tended to be disembodied. They 
floated around in the background as tools of the 
capitalistic machine. Their job, willingly or unwill- 
ingly done, was to exploit the masses. Steinbeck in 
The Grapes of Wrath refers to managers imper- 
sonally as “They.” “They” are the puppets of the 
capitalistic monster.* The managers did not re- 
appear as personalities until well into the ’forties. 
Part III 
THE HERO-MANAGER OF THE PRESENT 
Howard Upton grasps his literary cudgel and in 
the Saturday Evening Post defends the modern 
male in the business rat race. The critics of the 
businessman, relates Upton, feel he has succumbed 
to three peculiarly American evils — conformity, 
security, and the “buck hunt.” The truth, Upton 
tells us, is that the Old Rat Race is not as bad as 
many writers would have us believe. Concluding 
his article, Upton says: 
But those who stay—those who elect to continue in 
the Old Rat Race—require neither apology nor ex- 
planation. They need not rationalize. When you look 


at the total picture, it is not the militant nonconform- 
ist, cultivating a beard and painting seascapes in 





3. For a revealing passage illustrating this point, see John Stein- 
beck, The Grapes of Wrath (New York: Modern Library, 1939), pp. 42-43. 
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Sausalito, who is the hero of our age. The real hero is 
the fellow you see there with the brief case, waiting to 
catch the night plane to Houston to see what he can 
do about sacking up that big double-threaded pipe 
order.# 


This observation has much insight. However, 
while Upton thinks conformity to the Old Rat 
Race is praiseworthy, the novelists feel it is 
lamentable. The real significance of Upton’s 
article is not what he says, but his compulsion to 
justify modern managerial work and life. Upton 
rails against the novelists’ conception of the hero- 
manager. Just what constitutes this onerous profile 
will be taken up next. 

The Contemporary Hero-Manager Profile 

The new manager is a hero, not because he does 
great or daring deeds, but because he puts up with 
grinding mediocrity and conformity. Malcolm 
Bryant, cultural anthropologist, says to Charley 
Gray, bank middle manager: 


“Charlie,” he says, “you’ve got a lot of guts.” 

‘How do you mean, guts?” Charlie asked. 

“Saying what you do,’ Malcolm said, “doing what 
you do, takes guts. You’re a very nice boy, Charley.” 


The temptation is strong to abstract a profile 
of the hero-manager from novels and show him as 
a conforming automaton. There would be some ac- 
curacy in such a profile, but it would not be a 
true representation. It would not be entirely ac- 
curate because there is also a spirit of rebellion in 
the hero’s personality. To be sure, this spirit in 
some of the heroes is stifled, and in others it boils 
over. But in most cases, no matter what the hero 
does in the end, somewhere along the line he rebels. 

The hero-manager is a dependent employee. He 
works for a company in which he occupies a man- 
agement position somewhere at or above the middle. 
He is not at the top or at the bottom of the man- 
agerial structure. The hero-manager actively par- 
ticipates in or is directly affected by committee 
action. Hence, he is largely divorced from the ne- 
cessity of making or carrying the responsibility of 
major decisions. In short, he is a member of a 
team. 


As a team member, priority is given to “getting 
along with people.” The manager should be a rela- 
tionship expert. He has to “deal” with a large 
number of people at different levels and in different 
functions in the organization. Being a member of 
a team, the manager must constantly be aware that 
his actions contribute to the good of the group. 
If they do not, his managerial abilities are suspect, 
regardless of his success in performing the techni- 
cal side of his job. 

The amount of conformity, standardization, 
apple-polishing. and general banality to which the 
hero-manager often is subjected is appalling. The 
organization is a “velvet trap” that threatens to 
vaporize the hero-manager’s individuality but 





4. Howard Uptcn, ‘Had Enough of the Old Rat Race?” Saturday 
Evening Post, December 7, 1957, p. 31. 

5. John P. Marquand, Point of No Return (New York: Bantam 
Books, 1952), p. &1. 


offers security for this price. 

And security is important because, like Charley 
Gray in The Point of No Return, many of the hero- 
managers have gotten themselves submerged by 
family and time-payment responsibilities. Con- 
tinued attachment to the organizational umbilical 
cord is the easy way out for the hero-manager. As 
dependent employees, all they can sell are their 
brains, their individuality, and their lives. 

They sell their lives because the influence of the 
job extends beyond the eight-hour day at the office. 
The organization lays down rules, formal and in- 
formal, governing the type of home in which they 
live, the kind of car they buy, the club to which 
they belong, and the acquaintances they make. It 
even determines the ideal mold into which a man- 
ager’s wife should be pressed.* These observations 
bring up the subject of conformity. 


Conformity 


Conformity among the early hero-managers was 
pragmatic. When it paid to conform, they conform- 
ed. They discarded conformity when it was no 
longer useful. Only Babbitt made conformity a way 
of life. Today, for many hero-managers, security 
and conformity go hand in hand. Since security 
seems to be an important work motive, conformity 
results. 


But this is too simple. Conformity arises from 
the nature of organizational systems. A growing 
government or business bureaucracy is an ideal 
medium for breeding standardization. Bureauc- 
racy could not work without well-disciplined, 
conforming employees. This point is made by Ernst 
Pawel. In his book From the Dark Tower he 
presents a powerful indictment of a modern busi- 
ness bureaucracy. As he puts it, “the reign of the 
clerk in all its variations, from the Tower on the 
Square to the Superstate on the Volga, is dedicated 
to the extinction of man’s awareness of himself.’’” 

The Tower, the center of a huge insurance com- 
pany, is a symbol of the destruction of the person 
by the organization. The Tower, like “Big Brother,” 
is mother and father to all, offering universal 
security. The fact that a manager sits at the top 
of the company or occupies a lowly rank is imma- 
terial. He is a clerk who does the bidding of the 
organization. 

Pawel looks sourly at another aspect of the 
modern corporation—the committee. The endless 
amount of committee activity to which managers 
are subjected is a product of business bureaucracy. 
Committee behavior is typified by compromise and 
thus places a premium on conformity. The com- 
mittee conveniently relieves the individual from 





6. This composit is drawn from the heroes of the following novels: 
John P. Marquand, Point of No Return—Charley Gray; Ernst Pawel, 
From the Dark Tower—Abe Rogoff; Frederick Wakeman, The Hucksters— 
Victor Norman; Sloan Wilson, The Man in the Gray Flannel Suit; Howard 
Swiggett, The Power and the Prize—Cleves Barwick; Howard Swiggett, 
The Durable Fire—Stephen Lowry. 


7. Ernst Pawel, From the Dark Tower (New York: The Macmillan 
Company, 1957), p. 245. 
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responsibility for major decisions. This fact, of 


course, increases personal security. 

Swiggett’s novel The Durable Fire has an ex- 
ample of committee behavior. The Continental In- 
dustries Corporation, among other things, engaged 
in heavy construction operations. One such project 
was a bridge on which the company bid, to be 
built in Latin America. The bridge was under- 
estimated by $500,000. Who was to blame? Ap- 
parently specific responsibility for the error was 
impossible to ascertain. Everybody initialed the 
estimate, therefore everybody or nobody was to 
blame, depending on how the situation is viewed. 

Wives and Home Life 

As suggested before, conformity radiates beyond 
the company. The novelists see it extending into 
the manager’s home life. The wife of the hero- 
manager in earlier novels was relatively detached 
from the business career of her husband. This 
situation is not always so in contemporary fiction. 
The wife frequently is intimately concerned with 
the progress of her husband in the company. 

Nancy, Charley Gray’s wife, is a good example 
of wifely preoccupation with her husband’s busi- 
ness fortunes. She was not so much concerned that 
business success might be a source of satisfaction 
for Charley. Rather, a promotion means more 
money, and a surer route to the good life. 

But what is the good life? Charley Gray is not 
sure. A better home, a better car, a nicer club, a 
good education for the children—all appear to be 
at stake. However, success seems to boil down to 
giving a man an opportunity to conform at a 
plusher level. So he gets a promotion! This means 
giving up one set of superficial acquaintances and 
assuming “friendships” with another set. The 
standards and values lived by do not change, despite 
changes in income. 

The hero-manager and family live either in a 
suburb or what Spectorsky might call an exurb.® 
For the hero-manager, home is like a dormitory; 
he spends his evenings and weekends there, but 
large portions of his hours awake are consumed 
by commuting and working in a urban center. 
The urban center in the novels often is New York 
City. 

The wife, of course, remains at home in the 
community during the day. Her life is involved 
with children, “constructive” community activi- 
ties, and other wives. These communities are 
matriarchies. Because of employment in distant 
locations, the hero-manager is physically removed 
from domestic problems. Rearing children and 
making important family decisions are left to the 
wife. The wife becomes quite pecuniary-minded 
since children and other matters associated with 
running a home and maintaining community status 
cost money. Naturally, when the husband and wife 





8. A. C. Spectorsky, The Exurbanites (New York: J. B. Lippincott 
Company, 1955). 


engage in a little introspection about the pleasure- 
pain calculus connected with making money, the 
wife usually is for a lot more “pain.” 


The wife also has to worry about company ac- 
ceptance as well as being accepted in her com- 
munity. Two recent novels by Howard Swiggett 
bring out some problems involving wife-organiza- 
tion relationships. Swiggett is engrossed in show- 
ing a foreign woman’s reaction to American busi- 
ness patterns, and American response to foreign 
women. In both his novels, The Power and the Prize 
and The Durable Fire, the main female characters 
are European imports. 

In these novels, the hero-manager is involved 
with a foreigner in some amorous capacity. 
Stephen Lowry (The Durable Fire) was married 
to an Estonian. Cleves Barwick (The Power and 
the Prize) got himself mixed up with a refugee 
pianist in England. The “carryings on” of these 
hero-managers with Europeans of “dubious” back- 
grounds was looked on with suspect by the top 
managers of their corporations. The bosses’ worry 
was that the hero-managers’ women might not “fit 
in” with the company family. 

Being able to “fit in” naturally presumes some 
kind of mold to fit into. The novelists do not spell 
out the mold pattern. But the ideal and successful 
organizational wife is often depicted. She is in- 
telligent but not too intelligent. She should be a 
white American of not too humble origins. The wife 
must dress well. Above all, she should never take 
a blatantly active part in pushing her husband. 
Rather, the ideal wife should operate in a “nice” 
way behind the scenes. 

Rebellion 

A system which demands identification and per- 
sonality digestion is bound to cause even the least 
sensitive of souls to rebel. The novelists’ treatment 
of the rebellious spirit makes an interesting an- 
alysis. The nature of rebellion is not the same 
among hero-managers, although the differences may 
be more a matter of degree than kind. 

At one end of an extreme is Charley Gray. He 
feels his life is contrived, something out of a soap 
opera. Will Junior go to Prep school? Will the 
family get a new car? Everything depends on 
Charley’s promotion. On the way to Tony Burton’s 
house (Tony is Charley’s boss) Charley begins to 
question the values of the whole thing, much to 
his wife’s dismay. The dinner party, given by the 
Burtons for the Grays, is to be the setting for the 
“moment of truth” about Charley’s promotion. Be- 
fore the news is revealed Charley really does not 
give a damn about the new job. He actually feels 
free for the first time in a long time. 

Of course, Charley does get promoted. Burton 
infers there was never any question of it. But 
Charley was dangled so long, so unmercifully, he 
was too numb to appreciate it. Naturally Charley 
accepts, What else can he do—he is at the point of 
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no return. 

Marquand’s picture is one of helplessness and 
frustration for Charley and presumably for others 
like him. They have virtually no control over their 
destinies. Charley’s rebellion was personal and in- 
effectual. Charley is caught. 


Abe Rogoff, a character in Pawel’s From the 
Dark Tower, is at the other end of the extreme. He 
lives in a suburb dedicated to security, conformity, 
and the “good life.” Abe works for an insurance 
company which is dedicated to making money and 
converting employees to happy, satisfied nonen- 
tities. He is not about to let this happen to him. 
Abe is different from most hero-managers because 
he is an intellectual who never quite recovered from 
his Bohemian past. He is also a Jew, which is 
definitely against him as far as his company is 
concerned. 

Abe sees his life much the same as Charley Gray 
—phoney and artificial However, Abe had the 
courage to chuck it all when the boss offered him a 
new “challenge” in the company. Abe’s rebellion 
is overt, but he was in a better position to pull out. 
At least he had certain literary talents which gave 
him some independence. Charley Gray had nothing 
to make him more than what he was, a dependent 
employee for the rest of his life. 


There is a large assortment of other characters 
between the extremes of Gray and Rogoff. They 
are too numerous for a discussion of each. However, 
Tom Rath, the gray-flannel suit man, is important 
enough to receive some attention. 


Rath is neither a Gray nor a Rogoff. If any 
parallels are to be drawn, Rath is kind of a post- 
World War II edition of Dos Passos’ Charley 
Anderson to the extent that wartime experiences 
colored his civilian life. The reactions of the two 
are different though. Anderson is dead set on 
seeing how fast he can kill himself, whereas Rath 
wants to return to the quiet, secure life. 


Tom Rath wants two things—money and se- 
curity. He never really rebelled against the busi- 
ness system. Rath was a split-the-difference man. 
Rath acted quite consistently with this observation 
in his business career. He figured ten thousand 
dollars a year would be sufficient to entice him 
away from the Foundation for which he worked 
at the beginning of the story. The broadcasting 
company with which he was seeking a job offered 
him eight thousand; they settled on nine. 

Tom Rath wanted a job which offered sufficient 
but not a lot of money. In turn, he was not willing 
to take on responsibilities which would separate 
him too much from his family. About the only 
rebellion on Tom’s part was his refusal to accept 
more responsibility. 

In this respect, there is an interesting contrast 
between Tom’s and Hopkin’s lives (Hopkins is 
president of the company). Hopkins’ marriage is 


a failure and his daughter a problem. Reason? 
Hopkins devoted too much time in the past to being 
a success. Tom does not want this to happen to 
him and his family. Justifiable? It depends on an 
individual’s set of values. Yet someone has to 
sacrifice something for the sake of success and 
progress. 

The moral of The Man in the Gray Flannel Suit 
is hard to determine. Probably it is “to each his 
own.” But some writers see business breeding too 
many Tom Raths and not enough Hopkinses. The 
gray flannel suit has become a symbol and a specter 
of conformity. 


Rebellion against organization has a curious 
counterpart. In several novels, the hero-manager 
has found a valley for himself. His valley is an 
idealized place. The peace, simplicity, and virgin 
beauty of “the valley” starkly contrasts with the 
world of business. 

Cash McCall has his valley—Aurora. Jim Coutler, 
in Benard Lester’s Weatherby Crisis, has a retreat 
in a valley filled with happy rural folk. And Abe 
Rogoff, after he breaks with “The Tower,” finds 
refuge, where else but in a valley out West. Ayn 
Rand has John Galt building a new world in a 
valley in Atlas Shrugged. Although the valley is 
quite real for these hero-managers, it also has 
certain allegorical qualities. The valley is too per- 
fect; the life is too good; and the folk are too kind. 
The valley is roughly the equivalent of positive 
mental hygiene or tranquilizers. Some psychologists 
might say the valley represents a retreat to the 
womb. 


A valley, as such, is not present in all the novels. 
But the fact that one exists in four lends a certain 
symbolic significance to it. It is a place to escape 
and to sublimate. The “valley” perhaps stands for 
sanity or a reality greater than business life. The 
hero-managers who have their valley seem to face 
life more confidently than those who do not. 

The Top Executives 


As previously observed, the main character in 
contemporary fiction is usually a man who is lo- 
cated in the lower ranks of the organizational 
hierarchy. However, the novelists also treat the 
man at the top of the organization. Even though 
this man is not a central figure in novels, a few 
words about him would not be a waste. 

These men at times exhibit considerable identi- 
fication with the organization. Peabody is a case in 
point. He reveals to Abe Rogoff that a man cannot, 
absolutely cannot, no matter what his position is 
in a company, lead two separate lives, meaning a 
private life and a company life. The private life of a 
manager must always be interpreted and conducted 
from the standpoint of what is good for the company. 
This is sound advice for avoiding a split personality, 
but at the same time it cuts off the private life of a 
manager as a source of expression. In part, Abe 
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Rogoff rebelled against this philosophy. 

In quite another vein is the “double standard” 
philesophy found among top managers. This philos- 
ophy assumes different forms. Salt, for example, 
objected strongly to Cleve Barwick’s affair with a 
European pianist. On the other hand, Salt, himself, 
had kept a mistress for years. Apparently Salt in- 
terpreted his own actions as not having any effect 
on the prestige of the company. But Barwick’s “in- 
discretion” might have serious foreign repercussions. 
The top managers’ attitude seems to be that individ- 
ualism is all right for them, but their subordinates 
should support a “team work” or “group-first”’ 
philosophy. 

More basic than the foregoing is the “double 
standard” philosophy applied to organization ob- 
jectives. A knotty problem in Cameron Hawley’s 
Executive Suite seems to turn on a “double stand- 
ard” consideration. Don Walling, in his over-the- 
goal speech for the company presidency, emphasiz- 
ed two objectives. The first objective is structur- 
ing a company in which the men could take pride. 
The second objective is growth. These objectives 
are not incompatible. But together, in Walling’s 
mind, they constitute ends which precede profits in 
a form that will be returned as dividends to the 
owners. 

This attitude is curious but perhaps not un- 
representative of the real world. It could be that 
Don Walling is voicing the philosophy of an em- 
ployee-management centered organization. Growth, 
plus happy workers, indeed may be the monument 
to achievement for the professional top executive. 
The matter of the “double standard” comes in when 
a return to the absentee owners of the corporation 
is considered. Their place in the structure is ap- 
parently vague in Walling’s scheme. Manage- 
ment’s obligation to the stockholders, according to 
Walling, is to keep the company alive. The subtle- 
ty of Walling’s argument is the shift in emphasis 
from the “pure” notion of management steward- 
ship for the owners to a philosophy designed for 
management ego-satisfaction and worker welfare. 
The Operators 

Sincerely, Willis Wayde, by John P. Marquand, 
is a “success” story about a man who possesses 
“classic” administrative qualities. Willis sees the 
“broad” picture. Much the same is true of Cameron 
Hawley’s character, Cash McCall. The interesting 
feature about these two men is that they are able 
to move successfully in the ambivalent business en- 
vironment which sways between the individual- 
istic ethic and the human relations ethic. Indeed, 
they are sensitive enough to this environment to be 
able to exploit it for their own “unaltruistic” ends. 
Neither of the two fits the “organization man” 
prototype. 

Willis Wayde is more reasonably a “Carnegie 
man” because he did not drink (to excess), specu- 
late, or endorse notes. Cash McCall and Willis 
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Wayde are smooth. But, more important, they grasp 
and intelligently apply administrative principles, 
and thus are led to success. 

Cash McCall and Willis Wayde have administra- 
tive savvy. Both are professionals at the job of 
salvaging lost business causes. And although Willis 
is probably more identified with the firms which 
employ him, this does not prevent him from making 
changes advantageous to himself and, for that 
matter, to the company. 

Willis is certainly a man who does things, but he 
is a manager. He is somebody’s employee. He is a 
man who acts in the “best” interest of owners. But 
who are the owners? For a while Willis was em- 
ployed in the Harcourt mill by the Harcourt family, 
which he eventually views as the parasitical rem- 
nants of the capitalistic past. From the Harcourt 
mill he moves to the huge Simcoe Corporation, un- 
doubtedly owned by many small, noninterfering 
stockholders. With Simcoe he has his meat. Here he 
can be a true professional manager unencumbered 
by a lot of peculiar feelings of loyalty springing from 
essentially noneconomic sources. As long as Sim- 
coe pays some dividends and grows, Willis has a 
job. 

The attitude of Willis Wayde toward the Har- 
court family and the Harcourt mill is a study in 
the relativism of loyalty. To some of the Harcourts, 
especially Bess, the mill had sentimental signifi- 
cance. In spite of his promise to do “everything in 
his power” to keep the mill open after the merger 
of the Harcourt company with Simcoe, Willis is 
forced to shut the mill down. From the Simcoe 
point of view, Willis must treat the Harcourt mill 
as a unit in a “broader” picture and a liability at 
that. His action in closing this mill is based in 
economic logic and is derived from his obligations 
to the Simcoe Corporation. But what of his obli- 
gations to the Harcourt family? Willis learned that 
dual loyalty is fine when one does not have to make 
a decision. But when a decision is pressing a single 
loyalty must be paramount. This tenet of decision- 
making causes Willis and others like him to ponder 
the question, just what is sincerity? 

Cash McCall is a capital gains operator. He 
makes money by buying up sick companies, apply- 
ing his genius to get them on their feet, and then 
selling out. Cash McCall’s motives in this com- 
plicated operation are not easy to understand. He, 
himself, does not seem to know them. He is never- 
theless absorbed with “playing the game.” Only, 
the game McCall plays is the sort in which every- 
body wins. Is your business going on the rocks? 
Cash McCall will buy you out at an exceptionally 
good price. He will then reorganize, work a couple 
of fast shuffles, ultimately sell—after six months 
of course, and take capital gains. 

In spite of his philanthropy, McCall moves in 
legal and sometimes moral “fringe areas.” His 
deals are certainly no more bloodthirsty than are 
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those of the clder hero-managers. But they got 
away with what they did for a long time—plus 
having the moral approbation of many as the 
“ways of business.” From the start, a shadow of 
disreputability hung over McCall’s deals. 

Cash was never interested in staying with any 
firm he acquired—at least not until the end of 
the book. Then, under the mellowing influences 
of Lory Austen, he begins to worry about all those 
faceless people affected by his deals. “Oh Cash,” 
she pleads, and goes on to say that people need 
him, winning is not everything, etc. 

It is not known whether Cash, under Lory’s in- 
fluence, will give up his money-making business 
and permanently devote his time to one company, 
making faceless people happy and secure. With 
Cash’s superhuman abilities there is little doubt 
that he could be a successful relationship expert 
if he put his mind to it. 

Part IV 

THE HERO-MANAGER OF THE FUTURE 

Outside of science-fiction, few contemporary 
novelists describe the future. However, in Ayn 
Rand’s Atlas Shrugged and in George Orwell’s 
1984 the future is projected. It is a grim one, in- 
deed. Ernst Pawel’s Tower reaches its logical 
conclusion in both these novels. Individualism is 
extinguished; man’s awareness of himself is de- 
stroyed; bureaucratic power becomes paramount. 
Man exists for the state while the bureaucrats 
fatten on their exploitations. 

The bureaucrats, of course, are managers. 
Their system of organization is grossly ineffi- 
cient in the allocation of resources. But the bureau- 
crats remain in control through a combination 
of lip-service social uplift and police power, plus 
the creation of crises to develop a “common 
cause” as an object of wrath to weld together an 
unthinking population. 

Orwell’s world is comprised of three superstates, 
run by such bureaucrats. Theoretically, these states 
are based on conflicting ideologies. Actually, the 
philosophy of government, power, and control in 
these states is identical. The states are so large and 
militarily unyielding that no two combined can de- 
feat the other one. Internally the economy and the 
government of the states are static. 

Orwell offers no solution and no happy ending to 
the situation he creates. A vague hope is present 
that a savior in the person of a mythical Goldstein 
will come as a deliverer. Winston Smith, the hero 
of 1984, lives for this occasion. Goldstein never does 
appear, and Smith is brain-washed. His trace of in- 
dividualism is destroyed, and in the end he loves 
Big Brother. 

Ayn Rand’s vision is different. To be sure, the 
bloated bureaucrats are there. But effective resist- 
ance to bureaucratic power is organized by a group 
of individualists who have retreated to a valley and 
are constructing a utopian new world. Atlas Shrug- 


ged is a huge thesis novel in defense of individual- 
ism. After the bureauratic bungling has wrecked 
the United States the individualistic managers and 
entrepreneurs return to put things right. The novel 
is a struggle between good and evil. The bureau- 
crats are evil and the individualists are good. And 
in the end, of course, good must win out. 

Atias Shrugged is a business novel unlike any 
written in the contemporary period. It is reminis- 
cent of novels written in the first three decades of 
this century. The superhuman qualities of the in- 
dividualistic hero-manager are reasserted. Although 
while Dreiser, Norris, and Sinclair could see noth- 
ing but doom in those days for the individualist, 
Miss Rand sees triumph for him today. 

Just how inevitable is the future that George 
Orwell and Ayn Rand see? In his Polemic 3 called 
Second Thoughts on James Burnham, Orwell left 
little doubt that a managerial revolution is not in- 
evitable in his mind. Yet the events that Orwell dis- 
cusses in 1984 seem uncomfortably close. 

Depending on the state of one’s optimism, Miss 
Rand’s thesis of individualism prevailing ultimately 
over the bureaucrats can be accepted or rejected. 
But even Miss Rand’s utopia is not an anarchy. Con- 
trol would become vested in those having financial 
power. Thus the alternatives of these two novels 
appear to be a dictatorship by the right or a dic- 
tatorship by the left. In the best tradition of 
“doublethink,” maybe Freedom is Slavery. 

The Search for a Conviction 

A number of critics say that the dilemma of the 
modern manager arises from two conflicting sys- 
tems of thought which are, as previously stated, the 
individualistic ethic and the human relations ethic. 
The current fad of the human relations point of 
view, so the argument goes, has as a by-product 
coverted managers into conformists. 

Without question, the presence of the human re- 
lations ethic in modern business has impressed it- 
self on the novelists and the books they write. Many 
novelists react against the code of conformity 
which they see imposed by the human relations 
ethic. In a way, this adverse reaction parallels the 
criticism by earlier novelists of the individualistic 
ethic. Perhaps it is the function of the novelists to 
rebel against popular notions. 

The negativism toward the human relations ethic 
is not universal. Weatherby Crisis is as much a plea 
for a greater extension of the human relations ethic 
in business as is Ayn Rand’s Atlas Shrugged a vin- 
dication of the individualistic ethic. However, the 
“good guys and the bad guys” in most novels are 
not quite so evident as Mr. Lester and Miss Rand 
would have us believe. 

Shades of gray are frequently present in novels. 
It is difficult to say that the individualistic ethic or 
the human relations ethic is either all good or all 
bad. And this observation holds for the hero-man- 

(Continued on Page 20) 
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HOW TO DEVELOP CREATIVITY IN SALES PERSONNEL 
PART II—MOTIVATING THE SALES FORCE 


by 


David J. Schwartz, Jr.* 


Sales executives will agree that the greater the 
salesman’s interest in his job, the greater his out- 
put. Applied to sales management, this motivational 
principle means that creating deep-down job in- 
terest paves the way for greater sales results. 
Building maximum job interest stands high on the 
list of sales management responsibilities. Creativi- 
ty on the job appears closely related to interest in 
the job. 

Motivation is an absolute essential in all busi- 
ness activities. One cannot learn without motiva- 
tion, sell without motivation, or lead others with- 
out motivation. And, particularly important for 
purposes of this article, one cannot think creatively 
without motivation. 


The end result of motivational effort must be re- 
flected in improved sales performance—increased 
sales, lowered turnover, better customer relations. 
If motivation doesn’t accomplish these objectives, 
then it is just so much expensive hot air. 

In this connection it seems timely to raise a 
question regarding the kind of motivation that 
gets results. Gaiety, bursting balloons, pretty girls, 
and the inspirational do-or-die meetings may be 
helpful for certain types of personnel and on cer- 
tain occasions. Such activities constitute the frost- 
ing on the motivational cake. A basic sales man- 
agement question is this: Does the motivational 
diet supplied the company salesmen include ideas, 
facts, and concrete techniques that can be applied 
and will get results? 

Motivation that overwhelms salesmen one day 
but is dead the next is worthless. Efforts at stim- 
ulating job enthusiasm often take the form of mak- 
ing promises, such as: “There’s a real future for 
you with us,” “You can go as far as you want to 
here,” and “Your success is limited only by what 
you want to make it.” In some cases the salesman 
is shown the earnings records of the most suc- 
cessful salesman and is encouraged to believe “you 
can do it, too,” or the salesman may be told the 
sales manager or other key executives in the com- 
pany rose from the ranks of the sales force. 

Unquestionably, these techniques to develop job 
interest have some value. In most sales organiza- 
tions a salesman’s potential compensation is un- 
limited, and in most companies the individval ca’e-- 
man can rise to management levels if he demon- 





*Dr. Schwartz is Associate Professor of Marketing, School of Busi- 
ness Administration, Georgia State College of Business Administration. 

Part-I-of this article, ‘“‘Building Creative Sales Imagination,” ap- 
peared in the September issue of The Atlanta Economic Review. 


strates sufficient ability and drive. But the conven- 
tional approaches for stimulating job enthusiasm 
often are only partially effective. Many salesmen 
can’t really visualize opportunity, future, and suc- 
cess. These words have been used so much in job 
discussions that much of their impact has been lost. 
Showing the salesman compensation records of high- 
ly successful individuals frequently falls short of 
its motivational aim because the salesman too of- 
ten possesses the natural human tendency to under- 
estimate his own potential. For the same reason 
many salesmen secretly do not believe they can ever 
develop into management material. 


SHOW SALESMAN HE IS IN 
BUSINESS FOR HIMSELF 


The remainder of this article concerns one mo- 
tivational technique: show the salesman he is, in a 
sense, in business for himself. The value of this 
stimulation device stems from the fact that appeal 
to self-interest is one of the strongest motivational 
forces known. It awakens creative power. 


The salesman employed by a business organiza- 
tion is not, of course, literally self-employed. As an 
employee he is required to conform to company reg- 
ulations and procedures. Territory covered, hours 
worked, selling techniques used, expense allow- 
ances, and other job factors are subject to com- 
pany control. What is suggested here is not that 
salesmen be turned loose to go their own way with- 
out supervision and management control. Rather, 
what is recommended is that salesmen be en- 
couraged to develop a self-employed attitude. When 
the salesman truly feels that he is, in a sense, in 
business for himself, performance is improved. Here 
are some specific reasons why there is better per- 
formance: 

1. The salesman is more eager to build his terri- 
tory. When the salesman feels, “I’m in business for 
myself,” he has much greater incentive to get max- 
imum volume from his areas of operations. He is 
motivated to give better service to his customers 
because they are his customers. Just as the owner 
of a shoe store has more incentive than his clerks 
to give good service to customers, the outside sales- 
man who feels he’s in business for himself has more 
incentive. 

And, very important, the “self-employed” sales- 
man is much more enthusiastic about doing develop- 
mental work in his territory. He replaces the short- 
run _ skim-the-cream-and-forget-the-rest approach 
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with the 
method. 

2. The salesman becomes a self-manager. There 
is an enormous psychological difference between 
the attitude of “being employed” and the attitude 
of “being self-employed.” To illustrate, the sales- 
man who feels he is just an employee also feels he 
is working on company time. The salesman with a 
self-employed attitude feels that he is working on 
his own time. The “self-employed” salesman makes 
more calls and does a better job of planning his work. 
To him, time is capital. 

3. The salesman is more receptive to training. 
Equipped with the attitude “I’m in business for 
myself,” the salesman develops a new curiosity and 
eagerness to learn. For example, instead of having 
the all too common attitude, “I’m going to this sales 
meeting because I have to,” his attitude becomes, 
“I’m going to the sales meeting because I expect to 
benefit.” Bulletins, manuals, new product announce- 
ments all find a more receptive audience because the 
salesman wants to learn more. When a man has self- 
interest at stake, he requests help rather than re- 
sists it. He becomes constructively self-critical. He 
wants to air his difficulties rather than pretend he 
has none. 

4. The salesman is more receptive to supervision 
and sales controls. The salesman in business for 
himself views supervision and sales controls posi- 
tively. He sees the sales report as a constructive 
device to supply information to those who will use 
it to find ways to help themselves. He appreciates 
a field visit rather than resents or fears it. He 
wants an honest appraisal of his performance be- 
cause he knows it is for his benefit. He views the 
supervisor as an advisor, not as a spy. 

5. The salesman accepts greater responsibility. 
Properly indoctrinated with this concept, the sales- 
man places responsibility where it belongs—on him- 
self. He is much less inclined to blame the com- 
pany, the products, the customers, or the previous 
salesman who worked his territory for difficulties 
that arise. Rather, he will study his own behavior 
to discover and correct his own inadequacies. 

6. The salesman raises his sights. Perhaps the 
greatest value which stems from the I’m-in-business- 
for-myself view is that the salesman sets higher, 
bigger goals. When a man sincerely believes his fu- 
ture is in his own hands, he demands more of him- 
self. He understands that his interests and his com- 
pany’s interests are identical. This knowledge trig- 
gers him to set higher standards for his perform- 
ance. He is encouraged to do more work and to do 
it better. 

These values all add up to strengthened motiva- 
tion, which in turn leads to increased sales volume, 
decreased turnover, and more loyal customers. 
Helping the Salesman Feel He’s In Business for 
Himself 

Step one in implementing the concept, “Mr. Sales- 


long-run cultivate-develop-and-harvest 


man, you’re in business for yourself,” involves ex- 
plaining everything done in the company as being 
in the salesman’s best interest. Each company func- 
tion may be interpreted as being performed to help 
the salesman operate “his business.” 

The production function may be explained some- 
thing like this: “John, this is your production de- 
partment. These people are really working for you, 
making products for you to sell. High-priced de- 
signers and engineers are employed to make certain 
you have top quality products to sell.” A good idea 
is to divide the number of production personnel by 
the number of sales personnel and then show the 
salesman how many production people are working 
for him. In similar fashion, it is meaningful to 
prorate capital investment in the company to sales- 
men. This will show the individual salesman the 
financial investment in “his” business. 

Accounting and clerical functions can be related 
to the salesman’s job also. Show the salesman that 
his orders are processed for him and that he is re- 
lieved of many details required to operate his busi- 
ness. Again, show him how many accounting and 
clerical persons are retained just for him. 

The credit function, too often misunderstood by 
salesmen, can be interpreted as an essential branch 
of the salesman’s business. The salesman can be 
shown how credit personnel save him time by check- 
ing the prospect’s credit rating before the salesman 
calls. Show him how he is relieved of the collection 
burden because of the credit department. Explain to 
the salesman how the credit department exists to 
help him run his business more efficiently. 

Marketing research can be explained as a function 
to help the salesman find new customers, develop 
selling points, and adapt products to his customer’s 
needs. Remind Mr. Salesman that persons who are 
literally self-employed usually cannot afford a 
market research department. Prorate research ex- 
penditure on a per-salesman basis to show just how 
much money is invested in helping the salesman de- 
velop his business. 

In a similar manner, advertising can be explained 
in terms of one big objective: “To help you, Mr. 
Salesman, sell more goods.” The size of the adver- 
tising expenditure makes more sense to the sales- 
man when he knows how much is spent to back him 
in his territory. 

Most important of all, explain how the manage- 
ment function is performed to serve the salesman. 
Show him that your primary job, and that of other 
executives, is to serve as consultant to the sales- 
man. Explain to him that you are here to help him 
run his own operation more successfully. Create a 
climate of understanding which encourages the 
salesman to seek your assistance. Interpret your 
function as that of a coach. Let the salesman know 
that he is responsible for field operations. 

It is also helpful to develop visual materials which 


(Continued on Page 12) 
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ITEM | August July | % | August | % Bight Months ‘58 
| 1958 1958 Change | 1957 | Change aire Al 
EMPLOYMENT | 
Job Insurance (Unemployment) 

ELA | $724,792 | $871,571 16.8 | $374,128 +93.7 +108.9 
Job Insurance Claimants} —__-__- 9,982 12,600 —20.8 5,395 +85.0 +106.1* 
Total, Non-Ag. Employment -----_- 341,000 337,800 + 0.9 349,350r | — 2.4 — 2.4* 
Manufacturing Employment ‘ele eats 77,550 76,350r + 1.6 86,600r | —10.5 — 11.8* 
Average Weekly Earnings, | 

Factory Workers ____________- | $81.00 $79.79r + 1.5 $74.03r + 9.4 + 2.9% 
Average Weekly Hours _____--_-_- | 

Factory Workers _............ | 40.5 40.5r 0 39.8r + 1.8 — 0.5* 
Number Help Wanted Ads ___--_- 8,422 6,849 + 23.0 9,748 —13.6 — 26.6 
Index of Help Wanted Ads 

(Seasonally Adjusted, 1947-49 

NI ie deinen 125.4 116.3 + 7.8 145.1 —13.6 — 26.6 

CONSTRUCTION 
Number of Building Permits§$ _____ 731 638 +14.6 682 + 72 1.7 
Value of Building Permits§ ______ $5,027,275 | $5,281,154 — 48 | $5,717,577 —12.1 + 72.1 
0 eee 24,550 23,100 + 63 21,550r +13.9 8.1* 
FINANCIALS 

Bank Debits (Millions) _________- $1,635.6 $1,648.4 — 0.8 $1,646.6 — 0.7 + 09 
Bank Deposits (Millions) 

(Last Wednesday) ___________ $1,222.4 $1,170.6 + 4.4 $1,109.4 + 10.2 + 10.2** 

OTHER 

Postel Receipes ............... $1,649,189 | $1,259,936 +30.9 | $1,247,643 +32.2 + 8.8 
Department Store Sales Index 

(Adjusted 1947-49=100) _____ 183 168 + 89 159 +15.1 + 22 
Retail Food Price Index 

(P7492) ............. 118.5 119.1 — 0.5 115.8 + 23 + g3"* 
Number Telephones in Service ___| 317,770 317,343 | + 0.1 | 300,186 | + $9 * #7" 

r—Revised *Average month **End of period i—Based on retail dollar amounts 

§City of Atlanta only. N. A.—Not Available AData from members of the Federal Reserve System only. 


New series. Covers unemployed Federal employees and unemployed veterans in addition to those covered by Georgia law. Claimants include 

both the unemployed and those with job attachments but working short hours. 

Sources: All data on employment, unemployment, hours, and earnings: Employment Security Agency, Georgia Department of Labor; 
Number Help Wanted Ads: Atlanta Newspapers, Inc.; Building permits data: Office of the Building Inspector, Atlanta, Georgia; 
Financial data: Board of Governors, Federal Reserve System; Postal data: Atlanta Post Office; Retail Food Price Index: U. 8. 
Department of Labor; Department Store Sales Index: Federal Reserve Bank of Atlanta and Board of Governors, Federal Reserve 
System; Telephones in Service: Southern Bell Telephone and Telegraph Company 
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Rising employment, rising wages, longer work- 
week, together with indications of decreasing un- 
employment and a stronger demand for labor dom- 
inated the increasingly brightening picture of the 
Atlanta economy which emerged during August. 
Not a single minus sign of consequence occurred 
among the changes in the data of the opposite page 
in the July to August period, except those concern- 
ed with unemployment insurance which were indic- 
ative of improvement. 

Total nonagricultural employment rose during 
August to 341,000, which was just 600 workers be- 
low the high for the year which occurred in Jan- 
uary. August was the third straight month in 
which an increase in employment took place. Al- 
though practically all industries and industry seg- 
ments are currently employing fewer workers than 
in August of last year, improvements took place 
during August in all but four. These were lumber 
and wood products, except furniture, which was 
down 50 workers at 2,050; machinery (except elec- 
trical), down 100 at 2,550; finance, insurance and 
real estate, down 50 at 25,450; state and local gov- 
ernment, down 150 at 27,550. All other industries 
and industry segments were up by amounts rang- 
ing from 50 workers in a number of industries to 
1,450 in construction. The net increase in August 
over July was 3,200 workers, leaving the total 2.4 
per cent (8,350 workers) below August 1957. 

Employment in manufacturing, in which the ef- 
fects of the recession were most severe, increased 
for the third consecutive month. The Georgia De- 
partment of Labor attributes the rise to more busi- 
ness and seasonal factors in most of the durable 
and non-durable industries. Average weekly earn- 
ings in manufacturing concerns rose $1.21, reach- 
ing $81.00, just $1.41 below the all-time high reached 
in November 1957. The average work week was 40.5 
hours for the second consecutive month. 

The number of job insurance claimants as of mid- 
August dropped 20.9 per cent from mid-July to 


ATLANTA BUSINESS ACTIVITY 


9,982, and as of mid-September had dropped an- 
other 22.5 per cent. The mid-September figure was 
7,332, which for the first time this year was with- 
in the range of the 1957 figures. Job insurance pay- 
ments also dropped sharply (16.8 per cent) in Au- 
gust. Totals for both series are still substantially 
above year-ago figures, and cumulative totals for 
the eight months of 1958 are more than double 
those for the same period last year, but a definite 
trend toward a return to normal seems to have 
been established. 


The seasonally adjusted index of the number of 
help wanted ads, which is based on the average for 
the 1947-49 period set at 100, rose from 116.3 in 
July to 125.4 in August. This is a substantial im- 
provement, but the figure still compares poorly with 
the 145.1 of August 1957 and the 170.2 of August 
1956. The series was very sensitive to recessionary 
pressures in both 1953 and 1957 and responded 
promptly to the recovery movement in both reces- 
sions. The seasonally adjusted index has been added 
to the series regularly reported on the opposite page 
in the belief that it is a reliable indicator of the 
demand for labor and thus of general economic con- 
ditions. The original data has been adjusted for sea- 
sonal variations in the demand for labor, to which 
the series is extremely sensitive, and expressed as 
a percentage of the base period average. The fig- 
ure which remains is a mathematical approxima- 
tion of the long-time trend of the series plus cyclical 
movements and the random fluctuations to which 
any dynamic economy is subject. It is, of course, the 
cyclical movements, the waves of recession and re- 
covery, that we hope to follow with this series. 


Construction activity continued strong in August. 
Judged in terms of value of construction estimated 
for permit purposes, 1958 has thus far been a very 
good year, but in terms of the number of separate 
projects, that is, number of permits, activity is still 
considerably below the 1952-56 period, but is rising. 

(Continued on Page 17) 











October, 1958 


ATLANTA ECONOMIC REVIEW 











Page 12 


ATLANTA ECONOMIC REVIEW 


October, 1958 








HOW TO DEVELOP CREATIVITY IN SALES PERSONNEL 


(Continued from Page 9) 


give emphasis to the strategic position played by 
Mr. Salesman. A suggestion here is to draw an or- 
ganization chart which places the salesman at the 
top rather than at the bottom. The conventional or- 
ganization chart, while necessary to show lines of 
authority, is weak in that it places the company 
ball-earriers in the most insignificant position. 
Turning the conventional organization chart upside 
down puts the salesman on top, with other personnel 
in a support position. This type of visual presenta- 
tion does much more to accomplish motivational ob- 
jectives than the usual chart which pictorially sug- 
gests that the salesman is the least important man 
in the business. It helps Mr. Salesman understand 
that all effort in the organization is intended to help 
him. 

Step two in implementing the concept, “Mr. Sales- 
man, you’re in business for yourself,” is to show the 
salesman that he has all the advantages but none 
of the disadvantages of the person who is literally 
self-employed. Remind him of all the specialized de- 
partments in the company which function to help 
him. Show him the large degree of freedom he has 
in conducting his operations. Then help him see 
that he does not have to make a financial invest- 
ment in “his business”—that he has no payroll to 
meet, that he incurs no risk. In brief, help him ap- 
preciate the situation in which he can have his 
cake and eat it, too. 


Use of This Motivational Method with 
Salaried Salesmen 


The idea, “You’re in business for yourself,” is 
most easily grasped by the salesman paid on a 
straight commission basis because his performance 
is usually directly and immediately reflected in his 
compensation. In working with salesmen who re- 
ceive all or a substantial part of their compensa- 
tion in the form of salary, it can be explained that 
compensation ultimately is adjusted to perform- 
ance. Salaries are raised when the individual’s per- 
formance warrants the increase. Convince the sales- 
man that the better job he does of operating his 
business, the higher will be his income. Help the 
salaried salesman see that he is selling you his 
talent and time for a certain price. As his talent im- 
proves and as he makes more effective use of his 
time, his income will be increased. 

Put the Concept to Use 

This concept can be integrated in training, super- 
vision, and motivational activities. Use it in inter- 
views with job applicants. Incorporate it in initial 
sales training. A special section of the sales manual 
titled, “A Business of Your Own? You’ve Got It,” 
is another way to employ the technique. In the man- 
ual, salesmen will be reminded often of their job 
status. 


A sales meeting devoted to helping men see 


themselves in proper relationship to their jobs is 
a constructive approach. As salesmen accept this 
concept, you’re almost certain to hear someone say, 
“You know, I’ve never looked at it that way before, 
but I am in business for myself.” 

To give maximum attention to this motivation 
method, a special bulletin or brochure can be pre- 
pared that helps the salesman see he has a busi- 
ness of his own. Another way to implement this 
concept is to prepare a special “Salesman’s Edition” 
of the company’s annual report. This report can in- 
terpret the company record to meet the specific in- 
terests of the sales force. 

Motivation through intelligent appeal to self-in- 
terest is the strongest stimulation technique avail- 
able. And, as sales organizations grow larger and 
larger, and as tighter sales controls must be en- 
forced, it becomes more important to develop in the 
individual a sense of self-importance and responsi- 
bility. 

A CHECKLIST FOR DEVELOPING CREATIVE 

SALESMEN 

1. Do we make the salesman feel important 
through periodic recognition of his accomplish- 
ments and contributions? 

2. Do we encourage salesmen to submit their ideas 
for better selling techniques, new products, and 
better merchandising? Have we held a con- 
test recently for the best selling ideas? 

3. Do we encourage experienced salesmen to ex- 
periment with new approaches and techniques? 
Do we insist that salesmen use only the “one 
right way’? 

4. Do we permit the salesman to rely on his own 
judgment to an appreciable extent? 

5. Have we conducted a training session recently 
to train men to see what can be, not just what 
is? 

6. Do we use the question method as our primary 
training technique? Do we “show” instead of 
“tell”? 

7. Do we supervise salesmen in such a way that 
they usually discover their own mistakes with- 
out having to have them pointed out? 

8. Do we act as consultants to our salesmen rath- 
er than as bosses? 


9. What are we doing to make the salesman feel 
that the whole company is behind him—that 
he is, in a sense, “self-employed”? 

10. What are we doing to upgrade the salesman’s 
off-the-job-mind diet? Have we enrolled our 
salesmen in a salesman’s book club? Are we 
purchasing idea sales literature for him? Have 
we made it possible for him to take special 
courses at nearby colleges and universities? 


[End] 
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RESPONSIBLE BUSINESS BEHAVIOR 


Harold L. Johnson* 


Judging from the flows of articles, books, and 
speeches relating to the idea of responsible business 
practice which have appeared in recent years, the 
concept of socially responsible businessmen is a 
topic of concern both to businessmen and to the 
community-at-large. Many collegiate schools of 
business, furthermore, include courses in their 
curriculum which deal with the perspectives, phi- 
losophies, or outlooks of modern business managers. 
Some of these courses deal explicitly with a phi- 
losophy of responsible business behavior. 

The concept of responsibility can be addressed as 
a supplementary check on business power, supple- 
menting the forces of intra- and inter-industry 
competition, government action, and the counter- 
vailing pressures of labor groups and other or- 
ganizations. Responsible behavior is part of the in- 
formal controls by society of its members, with this 
regulatory apparatus often internalized in the con- 
sciences of individual actors in a social setting. 
Brief reflection on the content and meaning of re- 
sponsible behavior—be it the behavior of business- 
men, labor officials, mothers, or army generals— 
quickly reveals, however, that it is a topic loaded 
with controversy, complexity, and dilemmas. 

It is the purpose of this article to outline briefly 
some of the materials and complexities involved with 
responsibility in  business-community relations, 
social costs of business enterprise, and corporate 
philanthropy. The article raises more questions 
than it answers, but that is its objective. The re- 
search paper from which this article is drawn at- 
tempts to answer some of the questions which con- 
front the businessman or student of business activi- 
ty in exploration of that vast, dark continent called 
moral business practice. 

Community Relations! 


Business firms have a broad influence on the com- 


*This article is adapted from Dr. Johnson’s Research Paper “‘Ex- 
ploration in Responsible Business Behavior: An Exercise in Behavioral 
Economics,’’ prepared under a research grant from the Bureau of Busi- 
ness and Economic Research of Georgia State College of Business Ad- 
ministration when Dr. Johnson was a member of the Economics Faculty 
of that institution. Presently Dr. Johnson is an Associate Professor of 
Economics at Emory University. 

Single copies of Dr. Johnson’s Research Paper may be obtained with- 
out charge from the Bureau of Business and Economic Research. 

1. The topic of community relations could be handled readily in the 
following subsection on social costs of individual enterprise; but, as busi- 
ness relationships with cities and towns are receiving growing atten- 
tion, these relationships will be treated separately. 


munity-at-large, producing not only goods and serv- 
ices for the market but also bringing about par- 
ticular circumstances and conditions of employment 
and distribution in the communities in which the 
firms are located. This is most readily apparent in 
the tendencies toward urbanization and counter- 
balancing suburbanization which accompany large- 
scale industrial production. In some cities the cir- 
cumstances of industry have marked effect upon 
the physical and sociological climate in which 
many people live. 

With increasing awareness of the impact of en- 
terprises upon the communities in which they op- 
erate, business officials have directed attention to- 
ward community relations. The programs and poli- 
cies of community relations extend over a whole 
spectrum of activities, ranging from invitations to 
the local citizenry to inspect plant facilities, tech- 
nical assistance to local schools, and generous gifts to 
local charities, to study of the effect of company 
expansion on the local “smog” problem, school sys- 
tem, governmental] and recreational] facilities. It is 
common for concerns to provide for employee par- 
ticipation at company expense in community chest 
campaigns, and Marshall Field of Chicago even has 
a vice-president in charge of civic affairs! There is 
available to the corporation executive a growing 
body of literature which charts the obligations of 
firms to the communities in which they function. 
Many of the activities are interpreted in terms of 
good business strategy, buying local good will and 
encouraging favorable labor relations at a very 
cheap price with Federal] taxation policies as they 
are; but many of the programs are so broad that 
they could be incorporated into the pecuniary cal- 
culus of maximizing profits only if business man- 
agers possessed the proverbial wisdom of Solomon. 

Even with growing interest in community rela- 
tions programs, however, some enterprises on oc- 
casion commit apparently real blunders, bringing 
down the wrath of local, Congressional, and even 
business opinion upon them. These failures in policy 
at least have the educational consequence of show- 


2 ‘‘Management’s ‘Good Neighbor’ Policies: A Survey of Community 
Relations Programs,” Management Review, February, 1959, XLIII, No. 2, 
pp. 75-77; Frank F. Gilmore, ‘‘Thinking Ahead—Plant Location,’’ Harvard 
Business Review, XXIX (March, 1951), 15 ff; John W. Welch, “The 
Community Relations Problem of the Industrial Company,’ Harvard 
Business Review, August, 1949, pp. 771-780. 
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ing crystal-clear what contemporary American cul- 
ture regards as responsible business behavior in 
dealing with cities and towns. An instance of dis- 
astrous community policy can be seen in the sudden 
closure of the Textron Mill at Nashua, New Hamp- 
shire, about ten years ago. With an unprofitable 
mill in a deteriorating market, the Textron officials, 
with little advance warning to employees and the 
community, undertook to close the plant in one fell 
swoop. After considerable public, union, and govern- 
ment antagonism, a compromise solution was ob- 
tained to the nasty dilemma of Textron, but not 
until severe damage had been done to the reputa- 
tion of the firm. The writers of Fortune in analyzing 
the whole disagreeable incident concluded: 


Textron’s failure was rather a double failure in man- 
agement and community relations. The management 
talent needed to do a tremendous overhauling job was 
not made available. And when the effort faltered, the 
community was kept in the dark until the abrupt an- 
nouncement of the closing. Under these circumstances 
Textron will probably never regain the community’s 
confidence. . . . There is little doubt that in the long 
run the city of Nashua will have a sounder economic 
base as a result of the closing. The company’s obliga- 
tion to the city is to see how much that long run can 
be shortened.? 


With the last statement one broad category within 
a responsible community relations program is evi- 
dent. Business obligations extend at least to diminu- 
tion of the impact of shifting or closing plants on 
the localities affected. In many cases industrial es- 
tablishments may have to do things which have an 
adverse effect on employment and level of income 
of particular areas. A responsible policy is not one 
which involves permanent postponement of these 
locally disagreeable acts. It does include carefully 
planned arrangements by which some of the hard- 
ship and slack can be minimized. This could mean, 
specifically, ample notice to all of those affected by 
plant shifts or closure, as well as cooperation with 
community undertakings to encourage new indus- 
try into the area. 

However, as with defining the boundaries of oth- 
er aspects of socially responsible behavior, the prob- 
lem of framing the community obligations of en- 
terprise is a difficult one. A tight case can be de- 
veloped against many of the community activities 
of enterprise which normally come under the head- 
ing of “responsible” community relations. Corporate 
contributions to local projects, from new gymnasi- 
ums to sponsorship of art galleries, may be acts of 
paternalism dampening the enthusiasm of local 
citizens to solve their own problems. The activities, 
in addition, may be rather poor substitutes for prob- 
lems which local governments should be under- 
taking. It is worth stating the obvious here that a 
prime responsibility of business organization is pro- 
duction of goods and services. But, complicating the 
problem of evaluation, while enterprises are not 


charity institutions or public employment agencies, 


3 ‘*Whose Mistakes at Nashua,’ Fortune, November, 1948, pp. 90-100. 


they do operate in a social context or setting. This 
social setting results in certain business obligations 
which flow from the value structure of American 
society. Some of the norms of American culture, 
furthermore, point rather specifically to certain 
policies with communities as “meet, right, and 
salutary.” Responsibilities thus apparently include 
efforts at minimizing to some extent the impact of 
corporate operations upon the locality. Yet the 
economist warns that too much done here may con- 
flict with other social ends-in-view of business en- 
terprise; and too much done here may fall within 
the function of other institutions such as family, 
government, and school. 

Social Costs of Enterprise 

To ask first questions first, what is meant by the 
social costs of private production? Economists since 
the latter part of the 19th century have noted in- 
stances in which outlays for factors of production 
by private firms do not include costs resulting from 
production which falls upon other persons or upon 
the community-at-large. These costs experienced by 
others which are not part of the money cost of pro- 
ducing goods and services are called social costs.* 
To a considerable degree, the extent of social costs 
arising out of private production depends upon the 
social values and attitudes of a community. In 1850 
America, for example, the social costs of frictional 
unemployment may have been rather modest, while 
today when the norms of society posit a high level 
of living even for the unemployed these costs are 
much greater. The irritation and “pain” suffered 
by many individuals with life in the bleak, dismal, 
and dirty atmosphere of a steel town likewise are 
partly a function of the changing values of Ameri- 
can culture. 

The existence of some costs of production borne 
by others than the firm or ultimate consumer is 
criticized often on grounds of elementary justice. 
It just doesn’t seem to be “fair!” Perhaps a criti- 
cism with more weight is the contention that with 
output cost falling short of the total expense in- 
curred in producing particular goods, it is difficult 
for society to evaluate effectively alternative alloca- 
tions of scarce resources to the various demands 
for goods. Some commodities may be based on costs 
which cover total outlay (private and social), while 
other goods do not measure the full expense to 
society which their output and consumption entail, 
complicating economic budgeting of limited re- 
sources. 

The costs to third persons and society-at-large 
which sometimes may result from private produc- 
tion include a wide range of phenomena, such as air 
and water pollution, industrial accidents and dis- 
eases, frictional unemployment, the “evils” of ur- 
banization, premature utilization of resources, and 





4 For a discussion of social costs, see A. C. Pigou, Economics of 
Welfare. 4th ed. (London: MacMillan, 1932); K. W. Kapp, The Social 
Costs of Private Enterprise (Cambridge, Mass.: Harvard University Press 
1950); and R. A. Dahl and C. E. Lindblom, Politics, Economics and Wel- 
fare (New York: Harper and Bros., 1953), pp. 385-391. 
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certain aspects of technological progress which add 
relocation of industry. The items vary from those 
which can be stated in actual dollars and cents 
amounts to social disutilities which are largely of 
a psychological nature. Counterbalancing social 
costs of enterprise to some degree, of course, are 
social returns resulting from private production. 
The landscaping of suburban industrial plants ful- 
fils a sense of esthetics for passers-by, and private 
industrial research adds to the stockpile of the na- 
tion’s knowledge often free of charge. The question 
of social returns, however, is one not discussed here, 
though the problem of shifting returns to point of 
outlay likewise exists for an efficient allocation of 
limited resources. 

Many social costs of business operations are at 
least partly transferred to the enterprise by public 
law and countervailing group pressures. Industrial 
compensation, unemployment insurance, zoning laws, 
and water pollution legislation are instances in which 
government has intervened to shift some of the 
costs to the individual firm, while termination al- 
lowances and safety equipment sometimes become a 
part of the outlays of firms because of the bargain- 
ing efforts of labor unions. Some of the social costs 
of enterprise, however, are shifted to the firm by 
the normative expectations embraced in the business 
role. Professor Kapp, a careful student of the topic 
of social costs, thus is mistaken in the view that: 


... the private producer is under no obligation to keep 
inefficient laborers, but may simply hire new workers 
whose efficiency has not yet been affected by unhealthy 
working conditions.® : 
While business executives may be under little legis- 


lation or union pressure with many aspects of social 
costs, increasingly a sense of moral responsibility 
exists which dictates policies aimed at decreasing 
social expenses incurred from private output of 
goods and services. This is not a naive notion, but is 
one which rests on an understanding of the nature 
of role and norms in human society. In a real sense 
the “conscience” of the executive and the subtle 
forces of public approval and disapproval are at 
work to erect obligations which do not exist by law 
or in labor contracts. This is readily apparent in the 
developing policy of companies to transfer employees 
to other positions within an organization rather 
than dismiss them when, after some years of work, 
they are unable to perform satisfactorily a particu- 
lar job. J. M. Clark is aware of this norm of busi- 
ness action, stating: 


Each employer holds a kind of trusteeship for a sec- 
tor of the nation’s assets of labor, and it is to his long- 
run interest, as well as his responsibility to conserve 
it. This means doing his utmost to find a place for the 
ill-adjusted worker, resolving his maladjustments and 
using discharge as a last resort.® 


Conversation with business managers about the 
problems of men who for various reasons may be 
unable to perform in a particular position points 





5 K. W. Kapp, op. cit., p. 49. 
6 J. M. Clark, Economic Institutions and Human Welfare (New York: 
Alfred A. Knopf, 1957), p. 135. 
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up quickly the extent to which many executives 
feel obligated by social norms to assist in placing 
such men in work which they can perform. Some 
social costs of frictional unemployment thereby may 
be avoided. 

The efforts of many firms to bear much of the 
employee expense brought about by transfer of 
plant and office facilities is an additional illustra- 
tion of the normative elements of role-acting to re- 
duce the socia] and third person costs of business 
operations. These programs may be as extensive as 
that of General Foods in moving its New York of- 
fice, in which regular information about the im- 
pending move was periodically distributed, family 
tours of the new area arranged, reimbursement 
made of personal expenses resulting from the of- 
fice shift, and termination pay extended to those 
who lost positions as a consequence of the office 
transfer.‘ Or the programs may be more modest ef- 
forts at shifting some of the third person costs to 
the enterprise. While labor contracts increasingly 
stipulate provisions concerning plant shifts, many 
transfer policies applied by business can also be 
explained by changes in business role which make 
such policies “right” and “proper.” The expendi- 
tures by business organization on equipment and 
scientific research in order to reduce air and water 
pollution, extending to millions of dollars annually, 
are likewise a consequence of a complex mixture of 
legal, public, and normative pressures facilitating 
the transfer of some social costs to private enter- 
prises. Obligations arising out of the pattern of role 
expectations thus are part of the total framework 
tending to bring about a shift of social costs to the 
individual firm and finally to the consumer. 

Socially responsible business behavior includes, 
then, policies and undertakings aimed at transfer 
of social and third party expenses of private output 
to the producing units generating those social costs. 
But the issue of social costs unfortunately is ex- 
ceedingly complex. A complete transformation of 
all social costs is surely a utopian proposition. And 
any society—capitalist, responsible, socialist, or 
otherwise—after weighing all the alternatives un- 
doubtedly would decide that the existence of some 
social costs is less disagreeable than the expendi- 
tures necessary to move the burden from group to 
firm. Thorough efforts intended to shift most of the 
costs also could conflict with attainment of other 
social values. Even with these deficiencies—or per- 
haps because of them—the question of social costs 
appears to be one to which society and businessmen 
will direct increasing research and analysis. 
Corporate Philanthropy 


Another acute problem area in responsible busi- 
ness behavior relates to corporate philanthropy, 
i.e., business giving to charities, education, research, 











| Margaret L. Jones, “How 1200 Employees were Told ‘We're 
Moving.’’’ Dun’s Review, May, 1954, Vol. 63, No. 2313, published by Dun 
and Bradstreet, Chicago. 
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religious, health, and cultural auspices and purposes. 
This topic, fraught. with controversy and dilemmas, 
can be discussed in but a brief manner within the 
confines of this article. The purpose here is to ex- 
plore the problem, raising issues and suggesting al- 
ternative viewpoints. Of course, much work remains 
to be done on this facet of responsible business ac- 
tion. 

Business enterprises in the recent era of full 
prosperity and 52 per cent tax rates have been giv- 
ing increasing sums of money to local charities, 
needy college students, private universities, reli- 
gious groups, and community health projects. In 1953 
an estimated 450 million dollars was contributed by 
corporations to various charities under the five per 
cent exemption regulation of the Internal Revenue 
Code.* About 100 million dollars was given in 1955 
by business to private colleges alone, for example, 
with approximately eight per cent of the budgets 
of these colleges coming from business sources.® 
The totals for 1957 undoubtedly are in excess of 
these figures. Programs of corporate giving have de- 
veloped to the point that model constitutions and 
principles of corporate philanthropy are available 
to firms,'® while recent court decisions have signaled 
a green light to rather broad distributions of cor- 
porate funds.?! 

But to ask the basic question, are such programs 
of charity responsible or irresponsible business be- 
havior? One recent viewpoint holds out the phi- 
losophy that corporate giving should have the pur- 
pose and objective of fostering a free and pluralis- 
tic society. Funds should be distributed to the many 
countervailing institutions of American life which 
foster an “open,” democratic, and free society. In 
the words of Richard Eells, an articulate advocate of 
this position: 

What is at stake is free enterprise in the widest 
sense: the building up of a corporate environment that 
will ensure not only business survival but the survival 


of free institutions generally.'* ‘ 
Thus by this view business enterprises should sup- 


port family service societies, private colleges, pri- 
vate research, and religious groups in order to main- 
tain a diversity in American life which in turn di- 
minishes concentrations of power. Eells answers 
the basic question affirmatively, calling such philan- 
thropy responsible business practice. 

The proposition presented by Eells is hardly a 
vulgar philosophy of fostering private organiza- 
tions, anticipating the destruction of the “octopus- 
like” grip of government in welfare, education, and 
research, though such an approach could, with minor 
changes of emphasis, have such a flavor. This is not 
a case of “either-or” in institutional development, 





8 Richard Eells, Corporation Giving In A Free Society (New York: 
Harper and Brothers, 1956), p. 4. 

9 A. H. Raskin, “Corporations and the Campus,’ New York Times 
Magazine, April 17, 1955. 

10 See “Industry Assumes A New Role: A Model Constitution for 
a Company Philanthropic Foundation,’ Christian Century, June 26, 
1957, pp. 785-786. 

11 A. P. Smith Manufacturing Company v. Barlow et. al., New 
Jersey Super. Ct., 106 (1952). ’ 

12 Richard Eells, op. cit., p. 101. 


with flows of funds to the private or public sector of 
society necessarily diminishing the role and respon- 
sibility of the other. Activity in one area may en- 
courage rather than discourage expansion of efforts 
in the other, as apparently has taken place with 
flows of resources to private educational institutions 
accentuating the needs of public schools. With recent 
historical patterns in the United States as a basis 
of argument, it could be contended that both pri- 
vate and public sectors may expand in scope and 
vigor. Corporate giving to foster a pluralistic society, 
consequently, does not necessarily mean a decline 
in public or government responsibilities in many 
fields of action. 

An alternative, though somewhat complementary, 
approach to the issue of business giving follows 
from an understanding of the contributions or “‘out- 
puts” of family, school, church, and other social 
collectivities to business enterprises. Along with the 
man-hours which a firm receives in exchange for 
wages, for example, the employee carries with him 
to the job a complex set of motivations, attitudes, 
and norms which affect both quality and quantity 
of labor. These factors, in fact, influence whether 
he is interested in gainful employment at all. The 
bundle of attitudes and norms internalized in mem- 
bers of American society contains a strong streak 
of production-mindedness and emphasis on work as 
worthwhile and desirable in itself. Many students 
have noted the productivity focus of typical Ameri- 
cans with the stress on “push” and competitiveness 
in work, though some contemporary writers such as 
David Riesman and William H. Whyte, Jr., contend 
that the orientation of the modern American has 
changed considerably from such a_ productivity 
focus. The American social values of work, activity, 
progress, achievement, efficiency, and progress as 
analyzed by Professor Robin Williams'* and the 
values of “keeping busy,” change, and competition 
as outlined by John Gillin't nonetheless illustrate 
these features of American mental equipment. The 
formation and transmission of these attitudes and 
values, of course, arise partly out of such collec- 
tivities as family, church, and school. The favorable 
attitudes toward innovation and change which tend 
to characterize American culture, affecting marked- 
ly the environment in which business operates from 
a demand and production standpoint, likewise stem 
from this network of social institutions. Business 
concerns, significantly, with their advertising ex- 
penditures also play an important part in shaping 
the continuum of values in American culture. 

With business concerns receiving “inputs” some- 
what independent of monetary payments to factors 
of production from a variety of social institutions, it 
could be argued consequently that firms have the 
“obligation” to support such organizations through 





13 Robin Williams, Jr., American Society, A Sociological Interpreta- 
tion (New York: Alfred A. Knopf, Inc., 1951), pp. 388-442. 

14 John Gillin, “National and Regional Cultural Values in the 
U. 8.,” Social Forces, December, 1955, p. 107, ff. 
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corporate giving. This approach could be addressed 
in the simple language of self-interest, with changes 
in the values and norms of society very possibly af- 
fecting adversely the market and costs of business 
enterprise. To ensure a steady flow of social fac- 
tors which act favorably upon business operations, 
enterprises should balance these inputs with a flow 
of outputs, i.e., corporate payments to the principal 
institutions which give continuity to these factors. 
From this approach to the question of business 
charity, the crude conclusion could be drawn that 
businesses should finance research and religious 
organizations which “sell” free enterprise or “good” 
working habits—or it could point to financial aid to 
independent research on such pressing social prob- 
lems as juvenile delinquency, mental health, and 
stable union-management relations. This approach 
thus may be so broad as to include aid to a whole 
gamut of projects, many of which might violate 
values of individualism and freedom. 

A competing perspective concerning business 
philanthropy can be derived from the thesis that 
the enterprise has its primary responsibilities in 
the task of transforming factors of production into 
the multitudinous array of goods and services which 
a modern community desires. The firm is a produc- 
tion machine, producing within the framework of 
social values to be certain, but nonetheless leaving 
the obligations of charity and public welfare to in- 
dividual citizens and other institutions. According 
to this viewpoint, then, a responsible concern is one 
which gives little, if any, funds to needy organiza- 
tions and projects. Individuals of quite diverse po- 
litical philosophies are likely to express this general 
view, including advocates of laissez faire, socialism, 
and the welfare state. Many orthodox economists 
may offer a different argument for a similar con- 
clusion, contending that the efficient allocation of 
resources is hampered when consumers in purchas- 
ing an automobile, refrigerator, or box of breakfast 
food actually buy both these goods and contribu- 
tions to private colleges. With elimination of corpo- 
rate philanthropy and under competitive conditions, 
prices, costs, and marginal] utilities would be more 
nearly synchronized, fostering a more effective re- 
source allocation. 


Before concluding this somewhat offhand dis- 
cussion of business giving, several random com- 


ments can be made. First, many critics of business 
charity fear that gifts to universities and research 
foundations may contain subtle, and sometimes not 
so subtle, strings committing these institutions to 
particular orientations and positions. Business ex- 
ecutives faced with the problem of disbursing funds 
may hesitate to allocate a share to institutions with 
a reputation for “radical” teaching. A university 
with a Marxist on the faculty might see the flow 
of corporate funds diverted to other schools. Some 
company managers could specify easily that funds 
be spent in the natural sciences rather than in the 
wrongheaded social sciences. This criticism surely 
emphasizes an ever-present problem in all private 
giving which can be solved partially simply by gen- 
eral awareness of the problem. Fortunately, com- 
panies are increasingly making available non-ear- 
marked funds for the general budgets of schools 
with nil provisos relating to the policies of the in- 
stitutions. In addition, organizations such as the 
Council for Financial Aid to Education, with indus- 
try, labor, and community support, help establish a 
broad framework from which to aid colleges and 
universities. 


Second, some people express fear of business giv- 
ing as a force destroying individual interests in 
charity, though the matching programs of some 
companies might overcome to a degree this dis- 
ability. The complaint is sometimes made also that 
business charity involves a change in the institution- 
al pattern of the economy, with the philanthropic 
company little different from a government bureau 
or department carrying out both economic and wel- 
fare functions. (This criticism of the responsible en- 
terprise is discussed in the full research paper.) 
Perhaps, then, at this point it can be concluded that 
a limited program of corporate giving (as limited 
to five per cent of net profits, for example) with 
full public accounting and supervision is not neces- 
sarily an activity which will destroy the institution- 
al fabric of American life. 

But, in summary, business charity, as are the 
topics of community relations and social costs of 
enterprise, is an issue with cogent arguments ranged 
on either side and requires extensive investigation 
and study before the basic question of responsible 
versus irresponsible behavior can be firmly an- 
swered. 
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Employment of construction workers, however, has 
followed the trend of the value series and has risen 
sharply since January. The August figure, 24,550, 
is the largest number of construction workers ever 
employed in the area. 

Bank deposits in Atlanta in August were 10.2 per 
cent above August 1957, continuing the sharp up- 
ward movement begun early in the year. Bank 


debits were off slightly from July 1958 and from 
Avgust 1957, but appear to be holding fairly closely 
to the established upward trend with some leveling 
in the 1957-58 period. 

The index of department store sales moved up- 
ward to a new high in August. At 183 the series 
stood 14 points above the last high mark (169), 
which was set just two months ago. [End] 
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The Southeastern Corner 


by 
Warren A. Walker* 


A QUARTER CENTURY OF T. V. A. 


It should perhaps be stated at the outset that 
the writer is well aware of the controversial nature 
of this subject matter; further, that the purpose 
of this article is not to evaluate its merits or its 
shortcomings, but merely to give a short historical 
summary of the more important aspects of the 
project, or more properly, complex of projects. 

There are all shades of opinion about the Ten- 
nessee Valley Authority: that it is desirable — 
that is undesirable; that it pays its own way — 
that it does not; that it is a proper function of 
central government — that it is a socialistic en- 
croachment of government into the realm of 
private industry. There is really only one point 
on which there is universal agreement: namely, 
the T. V. A. has had a tremendous economic impact 
on a very large segment of the southeastern United 
States. 

Origins 

The Tennessee Valley Authority was one of the 
many new projects begun during the famous “first 
hundred days” of President Franklin Roosevelt’s 
first administration. Roosevelt took the oath of 
office in March 1933. The Tennessee Valley 
Authority, soon to become known by the initials 
TVA, was signed into law May 18, 1933. 

As a historical fact the Tennessee River system, 
which is the fourth largest in the United States, 
had been largely neglected prior to this legislation 
although Muscle Shoals in Alabama had a nitrate 
munitions plant as early as World War I. 

Most people are inclined to think of TVA as 
one very large power generating station, or at most 
a series of several dams located on the Tennessee 
River. Actually there are some thirty-one major 
dams and seven large steam plants. Two of these 
steam plants alone, Shawnee and Kingston, have 
a capacity in excess of three million kilowatts. 
The plant at Kingston is generally regarded as 
the largest steam type generating plant in the 
world. 

Flood Control 

The Tennessee River Valley has one of the most 
extensive flood control systems in the world. This 
is of course a greater benefit than might appear 
at first glance because it not only prevents flood 
damage in the Tennessee Valley itself but in the 
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lower Mississippi Valley as well. Some six million 
acres may be considered as fully protected, and an 
additional four million acres are provided some 
protection by a reduction in the frequency of flood- 
ing. As much as four feet can be cut from the 
level of the crest of a Mississippi flood. 


At Chattanooga, on the other hand, which is 
directly in the Tennessee River Valley, flood crests 
can be reduced as much as 22 feet. This was 
actually done during the flood crest of January- 
February 1957. It has been estimated that the 
prevention of damage during this one flood was in 
excess of 65 million dollars. 

Since 1936 there have been 30 instances of the 
Mississippi’s reaching flood stage at Cairo, IIl., 
and some 31 instances of the Tennessee River’s 
reaching flood stage at Chattanooga. In each in- 
stance flood damage was either entirely prevented 
or reduced to minor proportions. 

An Artery of Transportation 

In 1933 transportation on the Tennessee River 
was practically nonexistent—probably something 
on the order of 39 million ton-miles for the entire 
system. This was hardly enough to be considered a 
factor as far as the movement of commercial freight 
traffic in the Southeast was concerned. In recent 
years the figure has been approximately two billion 
ton-miles for the entire system. 

This aspect of the Tennessee Valley Authority 
has of course had its critics, but this is nothing 
new in American history, and it is not within the 
scope of this article to evaluate the relative merits 
of these arguments. Suffice it to say that the public 
financing of the Erie Canal was the principal gu- 
bernatorial issue in the New York election of 1817. 

The real factor has been that private investors 
were not interested in constructing water terminal 
facilties until there were adequate flood control 
measures. In the past twenty-five years private 
industry has constructed more than a hundred 
water front plants and terminals in the area 
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serviced by TVA. These private capital expenditures 
have amounted to approximately half a_ billion 
dollars. 

lt should be noted that, in spite of the rather 
specialized origins of water transportation develop- 
ment, the character of the goods transported has 
followed a rather typical pattern. Generally inland 
water transportation is used for bulk goods, which, 
although low in unit cost, require somewhat 
specialized handling at terminal points. Specific 
reference is made to such goods as pulpwood, grains, 
coal, and certain types of bulk chemicals. 
Watersheds—Large & Small 

The entire watershed of the Tennessee River 
and its tributaries is so large that it is difficult 
for the mind to grasp the significance of such a 
large territory. There are some 40,910 square miles 
included in the area of TVA’s corporate authority. 
In order to control such a large watershed, ap- 
proximately 600,000 acres of lakes were created— 
the backwaters from the series of dams mentioned 
earlier. 

These dams are, of course, on the main water- 
ways, and the question arises as to what has been 
done about the great number of small watersheds 
in this system. Smaller projects of this sort have 
traditionally been regarded as the responsibility 
of the states, counties, and individual communities 
involved. 

In 1940 it was decided that perhaps the various 
states involved could be provided technical as- 
sistance by the TVA staff. These watershed 
projects, like the city planning projects discussed 
in earlier articles, are most effective when under- 
taken on a comprehensive basis. The projects 
undertaken thus far have been of this type with 
the joint efforts of TVA, the state of Tennessee, 
and local authorities. The writer understands that 
as a result of these efforts land erosion has been 
reduced, pasture land improved, and public aware- 
ness of resource development facilitated. Other 
incidental benefits have been a reduction in the 
filling of streams by silt, in channel clearing 
projects, and improved public health. 

Public Health 

In the paragraph above, improved public health 
was mentioned as an incidental benefit of improving 
conditions in the small watersheds, but for the area 
as a whole this has been a major contribution of 
the TVA program. 

Prior to TVA, malaria was quite common in the 
Tennessee Valley. In some areas the ratio of 
persons infected with this disease was as high as 
one in three. Now it can be said that this situation 
has been completely corrected. It has been almost 
a decade since any local infection of this type has 
been reported. 

Of course much improvement would naturally 
result from the fact that the movement of the 
water level within the various lakes has reduced 
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the type of vegetation aroult the edges on which 
mosquito larvae feed. In addition, many of thé 
larvae are direttly destroyed by this process as 
they require relatively stagnant water during this 
period of their life cycle. 

Such supplemental methods ef mosquito control 
as have been required haVe been used, such as 
larvicide sprays from the aif, and chemical control 
of vegetation. 

Contributions to Fertilizer Research 

The plant that was originally built for the pro- 
duction of nitrate-based munitions during World 
War I was turned over to TVA in 1933. While it 
was known from the beginning that the plant 
possessed potentialities for the production of ferti- 
lizers, the disposition of the plant was the subject 
of heated debate, and it remained idle for many 
years. Since its acquisition by TVA the entire 
operation has been completely modernized so as 
to facilitate production of both nitrates and phos- 
phates on a demonstration basis. The activities of 
this operation are not confined to the Tennessee 
Valley. The agricultural requirements for various 
crops and areas are examined on the basis of the 
needs of the Department of Agriculture. 

It should perhaps be pointed out that this re- 
search is developmental in nature and is not in- 
tended to be commercial in function. As soon as 
any new process or patent is beyond the experi- 
mental stage it is turned over to private industry 
for actual commercial production. This procedure 
serves the double function of preventing compe- 
tition with private industry and, secondly, of free- 
ing the facilities of the plant for additional re- 
search. 

The Individual Community 

Practically every community of any size has some 
possibility of a flood condition at some time during 
its history. This is caused by the fact that even 
some very small communities are located near a 
flowing water supply for purposes of convenience. 
Various steps can be taken to prevent damage in 
such an eventuality. By far the simplest is to zone 
the city so as to avoid major construction in the 
areas most likely to be flooded. TVA has a vast 
amount of material] relative to flood history, rain- 
fall, etc., that will be made available to any city 
within the TVA-served area to suit its individual 
circumstances. In addition, a local survey will be 
made to determine specialized local conditions. 

This brief article has not covered many facets 
of economic importance, such as: recreational fa- 
cilities which have resulted from the new lakes; 
the fact that one reason the basic atomic research 
was done at Oak Ridge was because electrical 
power was available in such vast quantities; more 
than half of the output of TVA still goes into atomic 
research and production of isotopes; and the land 
no longer required by TVA has been turned back 
to private hands. [End] 
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ager who is caught between these contradictory 
ethics. 

Reality may very well be the “gray shades.” Con- 
flicting systems of thought have always existed side 
by side, with both disadvantages and merits con- 
nected with them. The systems compete with one 
another for man’s allegiance. This situation would 
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appear to be the case with the individualistic and 
human relations ethics. From the novelists’ point 
of view the solution does not always rest in the re- 
jection of one ethic and the acceptance of the other. 
It is the obligation of each person to work out his 
own conviction. The man who rejects this obliga- 
tion is only slightly above the vegetative state. 








Research Paper Number 4, Exploration in Responsible Business Behavior: An Exercise in 
Behavioral Economics, by Dr. Harold L. Johnson, may be obtained from the Bureau of Busi- 


ness and Economic Research of Georgia State College of Business Administration, 33 Gilmer 
St., S. E., Atlanta 3, Georgia. Single copies are available without charge. 

Dr. Johnson’s article “Some Issues in Responsible Business Behavior,” appearing in this 
issue of The Atlanta Economic Review, is based on the research study named above. 











